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collection after assessment) is sus-
pended for the period during which the
taxpayer is absent from the United
States if such period is a continuous
period of absence from the United
States extending for 6 months or more.
In a case where the running of the pe-
riod of limitations has been suspended
under the first sentence of this para-
graph and at the time of the taxpayer’s
return to the United States the period
of limitations would expire before the
expiration of 6 months from the date of
the taxpayer’s return, the period of
limitations shall not expire until after
6 months from the date of the tax-
payer’s return. The taxpayer will be
deemed to be absent from the United
States for purposes of this section if
the taxpayer is generally and substan-
tially absent from the United States,
even though the taxpayer makes casual
temporary visits during the period.

(26 U.S.C. 6503)
[T.D. ATF-301, 55 FR 47642, Nov. 14, 1990]

§70.227 Suspension of running of pe-
riod of limitation; wrongful seizure
of property of third party.

The running of the period of limita-
tions on collection after assessment
prescribed in 26 U.S.C. 65602 (relating to
collection after assessment) shall be
suspended for a period equal to a period
beginning on the date property (includ-
ing money) is wrongfully seized or re-
ceived by an appropriate ATF officer
and ending on the date 30 days after
the date on which the appropriate ATF
officer returns the property pursuant
to 26 U.S.C. 6343(b) (relating to author-
ity to return property) or the date 30
days after the date on which a judg-
ment secured pursuant to 26 U.S.C. 7426
(relating to civil actions by persons
other than taxpayers) with respect to
such property becomes final. The run-
ning of the period of limitations on col-
lection after assessment shall be sus-
pended under this section only with re-
spect to the amount of such assessment
which is equal to the amount of money
or the value of specific property re-
turned.

(26 U.S.C. 6503)

[T.D. ATF-301, 556 FR 47642, Nov. 14, 1990, as
amended by T.D. ATF-450, 66 FR 29028, May
29, 2001]
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Limitations on Liens

SOURCE: Sections 70.231 through 70.234
added by T.D. ATF-301, 55 FR 47642, Nov. 14,
1990, unless otherwise noted.

§70.231 Protection for certain inter-
ests even though notice filed.

(a) Securities. Even though a notice of
a lien imposed by 26 U.S.C. 6321 is filed
in accordance with §70.148 of this part,
the lien is not valid with respect to a
security (as defined in §70.143(d) of this
part) against:

(1) A purchaser (as defined in
§70.143(f) of this part) of the security
who at the time of purchase did not
have actual notice or knowledge (as de-
fined in §70.144(a) of this part) of the
existence of the lien;

(2) A holder of a security interest (as
defined in §70.143(a) of this part) in the
security who did not have actual notice
or knowledge (as defined in §70.144(a) of
this part) of the existence of the lien at
the time the security interest came
into existence or at the time such secu-
rity interest was acquired from a pre-
vious holder for a consideration in
money or money’s worth (as defined in
§70.143(a) of this part); or

(3) A transferee of an interest pro-
tected under paragraph (a) (1) or (2) of
this section to the same extent the lien
is invalid against the transferor to the
transferee. For purposes of this para-
graph, no person can improve that per-
son’s position with respect to the lien
by reacquiring the interest from an in-
tervening purchaser or holder of a se-
curity interest against whom the lien
is invalid.

(b) Motor vehicles—(1) In general. Even
though a notice of a lien imposed by 26
U.S.C. 6321 is filed in accordance with
§70.148 of this part, the lien is not valid
against a purchaser (as defined in
§70.143(f) of this part) of a motor vehi-
cle (as defined in §70.143(c) of this part)
if:

(i) At the time of purchase, the pur-
chaser did not have actual notice or
knowledge (as defined in §70.144(a) of
this part) of the existence of the lien,
and

(ii) Before the purchaser obtains such
notice or knowledge, the purchaser has
acquired actual possession of the motor
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vehicle and has not thereafter relin-
quished actual possession to the seller
or seller’s agent.

(2) Cross reference. For provisions re-
lating to additional circumstances in
which the lien imposed by 26 U.S.C.
6321 may not be valid against the pur-
chaser of tangible personal property
(including a motor vehicle) purchased
at retail, see paragraph (c) of this sec-
tion.

(c) Personal property purchased at
retail—(1) In general. Even though a no-
tice of a lien imposed by 26 U.S.C. 6321
is filed (with respect to any tax im-
posed under the provisions of 26 U.S.C.
enforced and administered by the Bu-
reau) in accordance with §70.148 of this
part, the lien is not valid against a pur-
chaser (as defined in §70.143(f) of this
part) of tangible personal property pur-
chased at a retail sale (as defined in
paragraph (c)(2) of this section) unless
at the time of purchase the purchaser
intends the purchase to (or knows that
the purchase will) hinder, evade, or de-
feat the collection of any tax imposed
by the provisions of 26 U.S.C. enforced
and administered by the Bureau.

(2) Definition of retail sale. For pur-
poses of paragraph (c) of this section,
the term ‘‘retail sale’”” means a sale,
made in the ordinary course of the sell-
er’s trade or business, of tangible per-
sonal property of which the seller is
the owner. Such term includes a sale in
customary retail quantities by a seller
who is going out of business, but does
not include a bulk sale or an auction
sale in which goods are offered in quan-
tities substantially greater than are
customary in the ordinary course of
the seller’s trade or business or an auc-
tion sale of goods the owner of which is
not in the business of selling such
goods.

(d) Personal property purchased in cas-
ual sale—(1) In general. Even though a
notice of a lien imposed by 26 U.S.C.
6321 is filed in accordance with §70.148
of this part, the lien is not wvalid
against a purchaser (as defined in
§70.143(f) of this part) of household
goods, personal effects, or other tan-
gible personal property of a type de-
scribed in §70.241 of this part (which in-
cludes wearing apparel, school books,
fuel, provisions, furniture, arms for
personal use, livestock, and poultry
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(whether or not the seller is the head of
a family); and books and tools of a
trade, business, or profession (whether
or not the trade, business, or profession
of the seller)), purchased, other than
for resale, in a casual sale for less than
$250 (excluding interest and expenses
described in §70.147 of this part). For
purposes of this paragraph, a casual
sale is a sale not made in the ordinary
course of the seller’s trade or business.

(2) Limitation. This paragraph applies
only if the purchaser does not have ac-
tual notice or knowledge (as defined in
§70.144(a) of this part):

(i) Of the existence of the tax lien, or

(ii) That the sale is one of a series of

sales.
For purposes of paragraph (d)(2)(ii) of
this section, a sale is one of a series of
sales if the seller plans to dispose of, in
separate transactions, substantially all
of the seller’s household goods, per-
sonal effects, and other tangible per-
sonal property described in §70.241 of
this part.

(e) Personal property subject to
possessory liens. Even though a notice of
a lien imposed by 26 U.S.C. 6321 is filed
in accordance with §70.148 of this part,
the lien is not valid against a holder of
a lien on tangible personal property
which under local law secures the rea-
sonable price of the repair or improve-
ment of the property if the property is,
and has been, continuously in the pos-
session of the holder of the lien from
the time the possessory lien arose. For
example, if local law gives an auto-
mobile mechanic the right to retain
possession of an automobile the me-
chanic has repaired as security for pay-
ment of the repair bill and the me-
chanic retains continuous possession of
the automobile until such lien is satis-
fied, a tax lien filed in accordance with
26 U.S.C 6323(f)(1) which has attached
to the automobile will not be valid to
the extent of the reasonable price of
the repairs. It is immaterial that the
notice of tax lien was filed before the
mechanic undertook the work or that
the mechanic knew of the lien before
undertaking the work.

(f) Real property tax and special assess-
ment liens. Even though a notice of a
lien imposed by 26 U.S.C. 6321 is filed in
accordance with §70.148 of this part,
the lien is not valid against the holder
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of another lien upon the real property
(regardless of when such other lien
arises), if such other lien is entitled
under local law to priority over secu-
rity interests in real property which
are prior in time and if such other lien
on real property secures payment of:

(1) A tax of general application levied
by any taxing authority based upon the
value of the property, or

(2) A special assessment imposed di-
rectly upon the property by any taxing
authority, if the assessment is imposed
for the purpose of defraying the cost of
any public improvement; or

(3) Charges for wutilities or public
services furnished to the property by
the United States, a State or political
subdivision thereof, or an instrumen-
tality of any one or more of the fore-
going.

(g) Residential property subject to a me-
chanic’s lien for certain repairs and im-
provements. Even though a notice of
lien imposed by 26 U.S.C. 6321 is filed in
accordance with §70.148 of this part,
the lien is not valid against a mechan-
ic’s lienor (as defined in §70.143(b) of
this part) who holds a lien for the re-
pair or improvement of a personal resi-
dence if:

(1) The residence is occupied by the
owner and contains no more than four
dwelling units, and

(2) The contract price on the prime
contract with the owner for the repair
or improvement (excluding interest
and expenses described in §70.147 of this
part) is not more than $1,000. For pur-
poses of this paragraph, the amounts of
subcontracts under the prime contract
with the owner are not to be taken into
consideration for purposes of com-
puting the $1,000 prime contract price.
It is immaterial that the notice of tax
lien was filed before the contractor un-
dertakes the work or that the con-
tractor knew of the lien before under-
taking the work.

(h) Attorney’s liens—(1) In general.
Even though notice of a lien imposed
by 26 U.S.C. 6321 is filed in accordance
with §70.148 of this part, the lien is not
valid against an attorney who, under
local law, holds a lien upon, or a con-
tract enforceable against, a judgment
or other amount in settlement of a
claim or of a cause of action. The pri-
ority afforded an attorney’s lien under
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this paragraph shall not exceed the
amount of the attorney’s reasonable
compensation for obtaining the judg-
ment or procuring the settlement. For
purposes of this paragraph, reasonable
compensation means the amount cus-
tomarily allowed under local law for an
attorney’s service for litigating or set-
tling a similar case or administrative
claim. However, reasonable compensa-
tion shall be determined on the basis of
the facts and circumstances of each in-
dividual case. It is immaterial that the
notice of tax lien is filed before the at-
torney undertakes the work or that the
attorney knows of the tax lien before
undertaking the work. This paragraph
does not apply to an attorney’s lien
which may arise from the defense of a
claim or cause of action against a tax-
payer except to the extent such lien is
held upon a judgment or other amount
arising from the adjudication or settle-
ment of a counterclaim in favor of the
taxpayer. In case of suits against the
taxpayer, see §70.150(d)(2) of this part
for rules relating to the subordination
of the tax lien to facilitate tax collec-
tion.

(2) Claim or cause of action against the
United States. Paragraph (h)(1) of this
section does not apply to an attorney’s
lien with respect to:

(i) Any judgment or other fund re-
sulting from the successful litigation
or settlement of an administrative
claim or cause of action against the
United States to the extent that the
United States, under any legal or equi-
table right, offsets its liability under
the judgment or settlement against
any liability of the taxpayer to the
United States, or

(ii) Any amount credited against any
liability of the taxpayer in accordance
with 26 U.S.C. 6402.

(i) Certain insurance contracts. Even
though a notice of a lien imposed by 26
U.S.C. 6321 (with respect to any tax im-
posed under the provisions of 26 U.S.C.
enforced and administered by the Bu-
reau) is filed in accordance with §70.148
of this part, the lien is not valid with
respect to a life insurance, endowment,
or annuity contract, against an organi-
zation which is the insurer under the
contract, at any time:
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(1) Before the insuring organization
has actual notice or knowledge (as de-
fined in §70.144(a) of this part) of the
existence of the tax lien.

(2) After the insuring organization
has actual notice or knowledge of the
lien (as defined in §70.144(a) of this
part) with respect to advances (includ-
ing contractual interest thereon as
provided in §70.147(a) of this part) re-
quired to be made automatically to
maintain the contract in force under
an agreement entered into before the
insuring organization had such actual
notice or knowledge, or

(3) After the satisfaction of a levy
pursuant to 26 U.S.C. 6332(b), unless
and until the appropriate ATF officer
delivers to the insuring organization a
notice (for example, another notice of
levy, a letter, etc.), executed after the
date of such satisfaction, that the lien
exists.

Delivery of the notice described in
paragraph (i)(3) of this section may be
made by any means, including regular
mail, and delivery of the notice shall
be effective only from the time of ac-
tual receipt of the notification by the
insuring organization. The provisions
of this paragraph are applicable to ma-
tured as well as unmatured insurance
contracts.

(j) Passbook loans—(1) In general. Even
though a notice of a lien imposed by 26
U.S.C. 6321 is filed in accordance with
§70.148 of this part, the lien is not valid
against an institution described in 26
U.S.C. 581 or 591 to the extent of any
loan made by the institution which is
secured by a savings deposit, share, or
other account evidenced by a passbook
(as defined in paragraph (j)(2) of this
section) if the institution has been con-
tinuously in possession of the passbook
from the time the loan is made. This
paragraph applies only to a loan made
without actual notice or knowledge (as
defined in §70.144(a) of this part) of the
existence of the lien. Even though an
original passbook loan is made without
actual notice or knowledge of the ex-
istence of the lien, this paragraph does
not apply to any additional loan made
after knowledge of the lien is acquired
by the institution even if it continues
to retain the passbook from the time
the original passbook loan is made.

§70.232

(2) Definition of passbook. For pur-
poses of paragraph (j) of this section,
the term ‘‘passbook’ includes:

(i) Any tangible evidence of a savings
deposit, share, or other account which,
when in the possession of the bank or
other savings institution, will prevent
a withdrawal from the account to the
extent of the loan balance, and

(ii) Any procedure or system, such as
an automatic data processing system,
the use of which by the bank or other
savings institution will prevent a with-
drawal from the account to the extent
of the loan balance.

(26 U.S.C. 6323)

§70.232 Protection for commercial
transactions financing agreements.

(a) In general. Even though a notice
of a lien imposed by 26 U.S.C. 6321 is
filed in accordance with §70.148 of this
part, the lien is not valid with respect
to a security interest which:

(1) Comes into existence after the tax
lien filing.

(2) Is in qualified property covered by
the terms of a commercial transactions
financing agreement entered into be-
fore the tax lien filing, and

(3) Is protected under local law
against a judgment lien arising, as of
the time of the tax lien filing, out of an
unsecured obligation.

See §70.143 (a) and (e) of this part for
definitions of the terms ‘‘security in-
terest’” and ‘‘tax lien filing,” respec-
tively. For purposes of this section, a
judgment lien is a lien held by a judg-
ment lien creditor as defined in
§70.143(g) of this part.

(b) Commercial transactions financing
agreement. For purposes of this section,
the term ‘‘commercial transactions fi-
nancing agreement” means a written
agreement entered into by a person in
the course of such person’s trade or
business:

(1) To make loans to the taxpayer
(whether or not at the option of the
person agreeing to make such loans) to
be secured by commercial financing se-
curity acquired by the taxpayer in the
ordinary course of the taxpayer’s trade
or business, or

(2) To purchase commercial financing
security, other than inventory, ac-
quired by the taxpayer in the ordinary
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